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COMMENTS 
INTRODUCTION 

We  performed  a  financial/compliance  audit  of  the  Office  of 
Public  Instruction  (OPI)  for  the  two  fiscal  years  ended  June  30, 
1982.  The  objectives  of  the  audit  were  to:  (1)  determine  if  the 
financial  statements  present  fairly  the  office's  financial  position  on 
June  30,  1982  and  the  results  of  operations  for  the  two  fiscal 
years  then  ended;  (2)  determine  if  the  office  complied  with  signifi- 
cant applicable  laws  and  regulations;  and  (3)  make  recommen- 
dations for  improvement  in  the  management  and  internal  controls  of 
the  office. 

We    thank    the    Superintendent   and    his    staff   for  their  coopera- 
tion  and  assistance  during   the  audit. 
BACKGROUND 

OPI  was  established  by  Section  I,  Article  VI  of  the  Constitu- 
tion of  Montana.  The  Superintendent  of  Public  Instruction  is 
elected  to  serve  a  four-year  term  and  is  responsible  for  the  general 
supervision  of  the  public  school  districts  of  the  state.  The  Super- 
intendent is  also  the  ex-officio  secretary  of  the  State  Board  of 
Education . 

OPI  provides  services  to  Montana's  151,000  school-age  children 
and  approximately  10,000  teachers  in  548  districts.  The  office 
provides  consultative  and  technical  assistance  in  assessing  the 
state's  educational  needs  and  assists  in  the  areas  of  teacher  prepa- 
ration, education,  school  accreditation,  and  financial  and  legal 
services. 


OPI  had  134  employees  and  expended  approximately  $161  million 
in  fiscal  year  1980-81  and  $185  million  in  fiscal  year  1981-82  to 
carry  out  its  various  programs.  Total  revenue  was  approximately 
$23  million  in  fiscal  year  1980-81  and  $28  million  in  fiscal  year 
1981-82.  Of  this  revenue,  $14  million  in  fiscal  year  1980-81  and 
$15.7  million  in  1981-82  was  from  federal  assistance.  The  office 
also  received  approximately  $20  million  each  year  in  the  agency 
fund  from  the  federal  government  which  is  distributed  directly  to 
local  schools.  The  office's  activities  are  organized  under  five 
departments  each  headed  by  an  assistant  superintendent. 
STATE    EQUALIZATION    AID 

The  Montana  Constitution  directs  the   Legislature  to  "provide  a 
basic     system     of    free     quality     public     elementary     and     secondary 
schools"    and    to    "fund   and   distribute  in  an   equitable  manner  to  the 
school   districts  the  state's   share  of  the  cost  of  the  basic  elementary 
and   secondary  school   system." 

OPI  is  responsible  for  the  administration  of  state  and  federal 
moneys  used  to  fund  Montana's  schools.  Montana's  primary  plan 
for  school  funding  is  known  as  the  "foundation  program."  The 
foundation  program,  originally  enacted  by  the  Legislature  in  1949, 
was  designed  to  equalize  public  school  financing  throughout  Montana 
by  specifying  budgeting  and  funding  requirements.  Subsequent 
legislative  changes  include:  1)  making  county  levies  for  equaliza- 
tion mandatory,  2)  providing  that  the  state  "recapture"  any  county 
equalization  surplus  moneys,  and  3)  providing  for  uniform  property 
tax  assessment  procedures  throughout  the  state.  Additional  legis- 
lative   changes    expanded    the    revenue    bases    for    the    financing    of 


schools    by    including   federal    revenue   sharing   money   and    a  portion 
of  the  coal    severance  tax. 

School  districts  use  a  "general  fund"  to  finance  general 
maintenance  and  operating  costs  of  the  district.  Any  cost  which  is 
not  financed  by  another  fund  established  for  a  specific  purpose  is 
financed  by  the  "general  fund."  The  "general  fund"  is  a  budgeted 
fund  and  is  the  primary  recipient  of  foundation  program  equalization 
payments. 

State  statutes  allow  a  local  board  of  trustees  to  adopt  a 
"general  fund"  budget  of  a  specified  amount,  based  on  the  district's 
average  school  attendance,  without  voter  approval.  The  average 
attendance  is  referred  to  in  the  statutes  as  the  "average  number 
belonging"  or  ANB.  ANB  calculations  come  from  prior  year  atten- 
dance records.  The  portion  of  the  budgeted  amount  based  on  ANB 
is  known  as  the  maximum-general-fund-budget-without-a-vote  or 
maximum     "general     fund"     budget.        (See     Exhibit  #1     on     page  5.) 

An  amount  equal  to  80  percent  of  the  maximum  "general  fund" 
budget  is  known  as  the  foundation  program,  or  entitlement.  This 
is  the  minimum  level  of  operating  expenditures  of  a  school  district, 
as  specified  by  law,  sufficient  to  provide  for  the  educational 
programs  of  a  school.  The  remaining  20  percent  of  the  maximum 
"general  fund"  budget  is  known  as  the  permissive  amount.  State 
law  "permits"  the  school  district  trustees  to  budget  the  permissive 
amount  above   the  foundation   program  amount  without  voter  approval. 

Three  primary  sources  finance  the  foundation  program  --  a 
mandatory  county  property  tax  levy  of  25  mills  for  elementary  and 
15  mills    for    high    school    districts,     state    equalization    aid,     and,     if 


necessary,  a  General  Fund  appropriation.  The  permissive  amount 
is  financed  by  a  levy  of  up  to  9  mills  on  the  taxable  valuation  of 
an  elementary  district  and  6  mills  on  the  taxable  valuation  of  a 
high  school  district.  When  permissive  levies  provide  less  than  the 
total  revenue  needed  for  the  permissive  portion  of  the  budget,  the 
state    finances    the     remaining     amount    using     state    appropriations. 

Any    amount    which    the   trustees    budget   over    the    total    of    the 
foundation     program     and     permissive     amount     is    financed     by     any 
unreserved  cash   balance  in  the  district's   "general  fund"   at  year-end 
and   a  district  voted    levy. 

The   district   and    revenue   sources   are   graphically   represented 
in   Exhibit   I   on   page  5. 


Exhibit  1 


FUNDING  FOR  SCHOOL  DISTRICT  "GENERAL  FUND" 


Total  School  District 
General  Fund  Budget 

DISTRICT 

Voted  Levy 

District  cash  from  prior  year 


STATE' 
General  Fund  Appropriation 

Federal  Revenue^ 


DISTRICT 
9  Mill  Elementary 
6  Mill  Secondary 


STATE  EQUALIZATION- 

County  Surpluses 
General  Fund  Appropriation 
Income  Taxes 
Corporate  License  Taxes 
Coal  Severance  Taxes 
State  Mineral  Royalties 
Interest  and  Income 


COUNTY  EQUALIZATION 
(Surplus  to  State) 
Miscellaneous  Revenue 
Taylor  Grazing 
Federal  Forest  Funds 
15  Mill  Secondary  Levy 
25  Mill  Elementary  Levy 
Cash  from  the  Prior  Year 


Voted  Levies 

Maximum  General  Fund 
Budget  Without  a  Vote 


Permissive  20% 


Foundation  Program  80% 


1  State  resources  are  to  be  utilized  only  after  other  resources 
are  exhausted. 

2  Federal  Revenue  Sharing  is  no  longer  available. 


Source.   Compiled  by  the  Office  ol  the  Legislative  Auditor 


SCHOOL 

FUNDING 

IN 

MONTANA 

Foundation    ■ 

■    Prior 

Audit 

Our  examination  of  state  equalization  aid  was  designed  to 
determine  the  reasonableness  of  expenditures  reported  in  OPI 
financial  statements  and  to  determine  the  office's  compliance  with 
significant  statutory   requirements. 

Based  on  our  prior  audit  of  the  foundation  program  for  the 
two  fiscal  years  ending  June  30,  1980,  we  made  ten  recommendations 
for  improving  controls.  Eight  of  the  ten  recommendations,  though 
directed  at  OPI,  were  the  result  of  county  noncompliance  with 
state  laws  and  have  not  yet  been  implemented.  One  recommendation 
requiring  a  change  be  made  by  OPI  was  implemented.  The  final 
recommendation  was  to  centralize  the  funding  and  administration  of 
the   foundation   program.      This  will    require   legislation   to   implement. 

Subsequent  to  the  release  of  our  1980  report  we  compiled 
statistics  on  county  reporting  problems  since  fiscal  year  1979-80  in 
six  areas: 

1.  Separation  of   levies. 

2.  Accurate   reporting  of  miscellaneous   revenues. 

3.  Accurate   reporting  of  cash  on   hand. 

4.  Comparability  of  county   reports. 

5.  Timeliness  of  report  submission. 

6.  Return  of  surplus  collections. 

State  regulations   and   the  purpose  of  the   requirements   are  explained 
below. 


Separation  of   Levies 

Section  20-9-212,  MCA,  states,  "a  separate  accounting  shall 
be  maintained  for  each  county  fund  supported  by  a  countywide 
levy  for  a  specific,  authorized  purpose  ..."  If  levies  are  not 
accounted  for  separately,  there  can  be  no  assurance  that  they  are 
expended  for  the   purpose  they  are  collected. 

IVIiscellaneous   Revenues 

Section  20-9-331,  MCA,  specifies  miscellaneous  county  revenues 
be  used  as  part  of  the  counties'  share  of  the  foundation  program. 
Included  are  moneys  paid  to  the  county  treasurer  as  a  result  of 
fines,  the  use  of  which  is  not  otherwise  specified  by  law.  County 
methods  vary  for  determining  the  estimated  fine/forfeit  revenue 
that  will  be  available  for  the  county's  share  of  the  foundation 
program.  ' 

Most  county  superintendents  report  the  prior  year's  actual 
fine/forfeit  revenues  shown  on  the  county  treasurer's  report  as 
the  amount  expected  to  be  collected  in  the  following  year.  Some 
county  officials  said  they  intentionally  omit  these  revenues  to  help 
alleviate  the  shortage  in  county  financing  caused  by  delinquent 
and  protested  taxes.  Others  said  they  had  no  basis  for  an  estimate 
because  the  county  treasurer  did  not  report  fine/forfeit  collections 
in   the  prior  year  as  a  separate   line  item. 

Cash    Reappropriated 

Another  source  of  financing  for  the  county's  share  of  the 
foundation  program  is  county  cash  reappropriated.  Cash  reappro- 
priated is  the  unused  cash  from  the  prior  year's  county  basic 
levy. 


County  Treasurers'    Reports 

Annual  reports  by  county  treasurers  of  the  year's  receipts 
and  disbursements  of  the  counties'  share  to  the  foundation  program 
are  due  to  OPI  by  August  15.  A  line  item  on  the  report  discloses 
the  June  30  cash  balances  in  the  elementary  and  high  school  funds. 
OPI  utilizes  these  balances  for  estimating  foundation  program 
General    Fund    requirements. 

County  Superintendents'    Reports 

The  "General  Fund  Revenues  Worksheet"  is  submitted  to  OPI 
each  September  by  county  superintendents.  The  report  gives 
estimates  of  county  financing  available  for  the  current  year's 
foundation  program,  including  cash  reappropriated  from  the  prior 
year. 

Late   Reports 

In  order  for  OPI  to  use  the  county  treasurer's  reports  for 
calculating  cash  reappropriated,  the  reports  must  be  received  by 
their  August  15  due  date.  County  superintendents'  reports  are 
due  in  September.  When  a  superintendent's  report  on  the  founda- 
tion program  requirements  financed  by  the  county  is  not  received 
before  OPI's  first  distribution  of  state  aid,  the  amount  of  the 
state's  first  payment  must  be  estimated  and  subsequent  payments 
adjusted   for  any  over  or  under   payment. 

County   Basic   Levy  Surplus 

Sections  20-9-331  and  20-9-333,  MCA,  state  that  any  surplus 
revenues  exceeding  the  county's  elementary  transportation  and 
high  school  tuition  obligations  plus  the  total  of  the  county's  foun- 
dation   entitlement    shall    be    sent    to   the    state    treasurer    for    deposit 


to  the  state   Earmarked   Revenue   Fund   not  later  than  June  1.      Those 
returns  decrease   state  General    Fund   contributions. 

The  statistics  on  compliance  with  these  statutes  are  summarized 
as    follows:       (Note:       All    percentages    are    based    on    the    number   of 
submitted    reports.       For    fiscal    year    1982-83    counties    had    not   yet 
submitted   ail    required    reports.) 

1.  COUNTIES   WHICH  APPEAR  TO  BE  MIXING   LEVIES: 

Fiscal   Year  Number/Counties  Percentage 

1979-80  19/56  33.9% 

1980-81  16/56  28.6% 

1981-82  12/56  21.4% 

1982-83  2/48-'-  4.2% 

2.  COUNTIES  REPORTING  MISCELLANEOUS  REVENUES  AS   ZERO: 

Fiscal   Year  Number/Counties  Percentage 


1979-80 

19/56 

33.9% 

1980-81 

18/56 

32 . 1% 

1981-82 

26/56 

46.4% 

1982-83 

8/48" 

16.7% 

3.      COUNTIES'    SUPERINTENDENTS  REPORTING  CASH  REAPPROPRIATED 
AS   ZERO: 

ELEMENTARY 


Fiscal  Year 

Number/Counties 

Percentage 

1979-80 

17/56 

30.4% 

1980-81 

17/56 

30 . 4% 

1981-82 

18/56 

32 . 1% 

1982-83 

17/45^"^ 
HIGH  SCHOOL 

37.8% 

Fiscal  Year 

Number/Counties 

Percentage 

1979-80 

19/56 

33 . 9% 

1980-81 

17/56 

30 . 4% 

1981-82 

18/56 

32 . 1% 

1982-83 

15/45'^ 

33.3% 

COUNTIES  FOR  WHICH  REPORTED  CASH  DOES  NOT  AGREE  BETWEEN 
THE  TREASURER'S  AND  SUPERINTENDENT'S  REPORT: 


ELEMENTARY 

Fiscal  Year 

Number /Counties 

Percentage 

1979-80 

13/56 

23 . 2% 

1980-81 

9/56 

16.1% 

1981-82 

19/56 

33 . 9% 

1982-83 

25 /42-"- 
HIGH  SCHOOL 

59.5% 

Fiscal  Year 

Number/ Counties 

Percentage 

1979-80 

10/56 

17.9% 

1980-81 

11/56 

19.6% 

1981-82 

13/56 

23 . 2% 

1982-83 

14/42-'^ 

33 . 3% 

'>As  of  October  4,  1982,  14  counties  had  not  submitted  the  required 
reports.   Five  counties  had  not  submitted  either  report. 

Reports  Not  Received  by  OPI 

County  Treasurer' s      Superintendent ' s 

n  X 

//2  X                X 

//3  X 

#4  X 

//5  X 

#6  X                X 

in  X 

#8  X 

#9  X                X 

/no  X 

m  X 

#12  X                X 

#13  X 

#14  X                X 
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5.   TIMELINESS  OF  REPORTS  RECEIVED: 


Superintendent 
Reports  Received         1979-80   1980-81    1981-82   1982-83 


By  due  date 

13 

17 

7 

28 

1-30  days  late 

22 

17 

31 

17 

31-60  days  late 

5 

A 

7 

3 

61-90  days  late 

3 

2 

91-120  days  late 

1 

5 

121  or  more  days 

ia 

,te 

Receipt  not  determinable 

12 

16 

6 

Not  received  as  of 

October  4,  1982 

8 

56 

56 

56 

56 

Treasurer 

Reports   Received 

1979- 
18 

■80 

1980- 
22 

•81 

1981- 
17 

■82 

1982-83 

By  due  date 

31 

1-30  days  late 

26 

25 

25 

14 

31-60  days  late 

5 

4 

5 

61-90  days  late 

2 

2 

2 

91-120  days  late 

3 

3 

5 

121  or  more  days  late 

1 

Receipt  not  determinable 

1 

2 

Not  received  as  of 

October  4,  1982 

11 

56 


56 


56 


56 
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6.   COUNTY  SURPLUS  ESTIMATES  AND  RECEIPTS: 

Fiscal  Year  1979-80 


Date 

Coun 

ty 

Estimate 

Receipt 

Date  Due 

Received 

1 

$   458,817 

$   375,225 

6-1-80 

1-26-81 

2 

-0- 

52,445 

6-1-80 

7-29-80 

3 

552,192 

565,583 

6-1-80 

6-15-80 

4 

-0- 

1,149 

6-1-80 

7-29-80 

5 

1,775,578 

1,698,568 

6-1-80 

6-15-80 

6 

-0- 

88,241 

6-1-80 

7-29-80 

7 

867,688 

749,298 

6-1-80 

7-29-80 

8 

29,721 

-0- 

6-1-80 



9 

38,446 

-0- 

6-1-80 



Fiscal  Year  1980-81 


Date 

Coun 

ty 

Estimate 

Receipt 

Date  Due 

Received 

1 

$2,445,951 

$1,800,224 

6-1-81 

7-28-81 

2 

-0- 

37,112 

6-1-81 

7-28-81 

3 

897,715 

870,172 

6-1-81 

6-23-81 

4 

72,895 

-0- 

6-1-81 



5 

1,282,038 

1,186,139 

6-1-81 

6-25-81 

6 

210,678 

262,323 

6-1-81 

7-28-81 

7 

1,653,511 

1,708,312 

6-1-81 

7-28-81 

8 

187,483 

187,483 

6-1-81 

7-28-81 

9 

180,558 

-0- 

6-1-81 



Fiscal  Year  1981-82 


Date 

County 

Estimate 

Receipt 

Date  Due 

Received 

1 

$1,403,603 

$1,408,750 

6-1-82 

9-15-82 

2 

1,590,261 

1,613,833 

6-1-82 

6-22-82 

3 

118,649 

118,813 

6-1-82 

9-22-82 

4 

1,749,008 

1,662,976 

6-1-82 

6-25-82 

5 

950,137 

985,827 

6-1-82 

7-24-82 

6 

1,243,525 

1,119,989 

6-1-82 

7-29-82 

7 

1,357,049 

-0- 

6-1-82 

-k 

8 

247,209 

-0- 

6-1-82 

Vc 

9 

94,655 

107,722 

6-1-82 

6-22-82 

"  Collection  anticipated  as  of  October  4,  1982. 
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Effect   -   Compliance 

We  reviewed  OPI's  instructions  and  the  report  forms  counties 
are  to  use.  We  found  the  guidance  adequate  and  in  compliance 
with  state  law.  As  a  result,  we  conclude  the  major  problem  is  at 
the  county   level. 

OP!  must  rely  on  the  county  reports  to  ensure  the  accuracy 
of  foundation  program  distributions.  Currently,  it  is  through  the 
foundation  program  the  state  ensures  equalization  of  resources  for 
education.  Unless  OPI  obtains  accurate  reports  in  a  timely  manner, 
they  cannot  ensure  equalization  exists  in  the  foundation  program. 
Equalization  is  mandated  by  the  Montana  Constitution. 
Effect   -   General    Fund    Loss 

As  noted  in  our  statistics  on  page  12,  revenue  sources  for 
nine  counties  collect  more  than  enough  to  fund  their  counties' 
foundation  program.  Sections  20-9-331  and  20-9-333,  MCA,  require 
these  counties  deposit  the  surplus  with  the  state  treasurer  not 
later  than  June  1  each  year.  During  the  past  three  fiscal  years 
none  of  these  counties  have  submitted  the  surplus  on  time.  In 
1981-82  one  county  stated  they  could  not  submit  the  money  as  it 
was   invested. 

Surpluses,  when  returned  to  the  state,  are  invested.  The 
surplus  and  interest  proceeds  are  earmarked  for  the  foundation 
program.  When  counties  retain  the  surplus  the  state  does  not 
earn      the     interest,      requiring     increased     General     Fund     support. 

During  fiscal  year  1980-81,  we  estimate  the  General  Fund  lost 
approximately  $90,000  in  interest.  From  June  1,  1982,  to  October 
1982,    General    Fund    losses   are  estimated   at  approximately  $157,000. 
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Effect   -  School    Funding    Inequities 

The  compliance  and  state  General  Fund  effects  discussed 
above  also  result  in  inequities  in  school  funding.  Currenlly, 
counties  complying  with  state  law  must  increase  local  voted  levies 
or  cut  education  programs  when  budgets  exceed  funding  sources. 
This  situation  occurs  frequently  due  to  protested  and  delinquent 
tax  collections. 

Counties  that  are  not  complying  with  statutes  can  retain 
funds  from  prior  years  and  maintain  educational  programs  without 
increased  voted   levies. 

The  1981  Legislature  appointed  an  interim  Joint  Subcommittee 
on  Education  to  study  funding  in  the  foundation  program.  The 
subcommittee  has  recommended  legislation  increasing  mandatory 
school  levies  and  creating  a  guaranteed  tax  base  program.  The 
legislation  does  not  address  timely  deposit  of  the  county  surpluses 
from  the  mandatory  levies.  We  also  noted  the  guaranteed  tax  base 
program  will  continue  to  rely  on  timely  and  accurate  reports  from 
the  counties.  As  noted  on  page  13,  counties  are  neither  depositing 
surpluses  on  a  timely  basis  nor  providing  accurate  and  timely 
reports. 

Funding   Alternative 

Reorganizing  the  funding  and  administration  of  the  foundation 
program  under  the  state,  rather  than  under  both  the  state  and 
counties,  would  relieve  the  56  counties  of  state  imposed  duties  and 
assist  Montana  in  meeting  its  constitutional  goal  to  equitably  fund 
and  distribute  the  state's  share  of  costs.  The  centralization  of 
foundation  program  funding  and  administration  would  require  little 
alteration  of  the  present  system. 
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The  flowcharts  on  page  16  represent  graphically  the  differ- 
ences between  the  present  system  and  a  possible  alternative  system 
for  funding  the  foundation  program.  Under  the  present  system, 
the  state,  and  the  counties  under  direction  of  the  state,  each 
collect  certain  revenues  that  are  statutorily  designated  as  funding 
for  Montana's  schools.  Surplus  revenues  collected  by  the  county 
are  remitted  to  the  state.  Under  the  proposed  system,  county 
revenues  statutorily  designated  as  financing  for  the  foundation 
program  would  be  remitted  to  the  state  and  distributed  to  school 
districts  along  with   state  equalization   aid. 

Under  the  current  system  protested  and  delinquent  taxes  are 
absorbed  by  school  district  budgets.  Where  these  amounts  are 
significant,  schools  experience  funding  shortages  that  potentially 
could  force  a  school  to  cut  programs.  Under  this  proposal  the 
state  General  Fund  would  absorb  funding  shortages  until  the  tax 
was  collected. 
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COUNTY 


PRESENT  SYSTEM 


Basic  County 
Levy 


Federal  Forest 
Funds 
THROUGH  STATE 

Taylor  Grazing 

Fund 

THROUGH  STATE 

Miscellaneous 
County  Colleclions 

County  Cash 
Reappropriated 


STATE 


25*^0  ol  Slate 
Income  Tax 


25%  of  State 
Corp   License  Tax 


62'.%  of  U  S   Oil 
and  Gas  Royalties 


Interest  and 
Income 


lO-^o  of  Slate 
Coal  Tax 


Coal  Tax 
Investmenl  Income 


GENERAL  FUND 
APPROPRIATION 


High  School 
Tuition  Payments 


U3  Share  ot  Elementary 
Transporlalion  Budget 


COUNTY 


Basic  County 
Lewy 


Miscellaneous 
County  Collections 


PROPOSED  SYSTEM 


STATE 


Federal  Forest 
Funds 


Taylor  Grazing 
Funds 


25%  ol  State 
Income  Tax 


25%  of  Stale 
Corp  License  Tax 


62'?%  ot  U  S-Oil 
and  Gas  Royalties 


Interest  and 
Income 


10%  of  Stale 
Coal  Tax 


Coal  Tax 
Investmenl  Income 


GENERAL  FUND 
APPROPRIATION 


lf3  Share  ol  Elementary 
Transportation  Budgel 


High  School 
Tuilton  Payments 


Slate 

Equalization  Aid 


Foundation 
Program 


Source    Compiled  by  the  Office  ot  the  Legislative  Auditor 
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RECOMMENDATION   #1 

WE  RECOMMEND  LEGISLATION  BE  ENACTED  CENTRALIZING 
THE  FOUNDATION  PROGRAM  COLLECTIONS  AND  ADMINIS- 
TRATION. 

APPROPRIATIONS 
Compliance 

House  Bill  500,  Laws  of  1981,  contained  a  line  item  appropria- 
tion for  building  space  and  stated  that  "(This  appropriation)  con- 
tains the  spending  authority  necessary  to  fund  the  lease  agreement 
and  other  related  costs  of  the  office  of  public  instruction  building 
at  1300  Eleventh  Avenue.  When  this  building  is  purchased  by  the 
state,  all  appropriated  funds  in  (this  appropriation)  except  $3.02  per 
square  foot  in  fiscal  1982  and  $3.09  per  square  foot  in  fiscal  1983 
in  proportion  to  the  time  period  remaining  each  fiscal  year  shall 
revert."  We  reviewed  expenditures  charged  against  this  appropria- 
tion    and     noted     the    following    improper    charges    totalling    $15,099: 

--One  months   rent  for  storage   -   $327; 

--eight    months    air    conditioning   for   the   Capitol    basement  office 
area   -   $8,856;    and 

--twelve     months     air     conditioning     for     the     rented     building   - 
$5,916. 

OPI  personnel  stated  the  storage  charge  was  an  error  and 
since  Capitol  air  conditioning  was  not  included  in  their  budget  it 
was  charged  to  this  appropriation.  They  felt  the  air  conditioning 
charges  on   the   rented   building   were  allowable. 
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RECOMMENDATION   #2 

WE    RECOMMEND    OPI    COMPLY   WITH    LEGISLATIVE   APPROPRI- 
ATIONS     AND     REVERT     $15,099     TO     THE     GENERAL     FUND. 

Budget  Amendments 

Section  17-8-103,  MCA,  prohibits  the  expending,  contracting, 
or  obligating  of  an  amount,  in  any  one  year,  in  excess  of  the 
legislative  appropriation  or  authorized  budget  amendment  provided 
for  such  year.  Pending  approval  of  a  budget  amendment  for  a 
fully  expended  appropriation,  OPI  reduced  expenditures  charged 
against  a  fully  expended  appropriation  restoring  the  related  spend- 
ing   authority.      This    enabled    OPI    to   spend    more   than    authorized. 

OPI  accounting  personnel  said  the  expenditures  were  reduced 
to  restore  spending  authority  because  there  is  a  considerable  time 
lag  between  the  date  a  budget  amendment  is  requested  and  the 
date  it  is  approved.  This  same  problem  was  noted  in  our  prior 
audit  of  OPI. 

We  also  noted  at  the  end  of  fiscal  year  1981-82,  OPI  found  an 
error  in  distributing  equalization  aid  to  school  districts.  To  make 
the  distribution  in  a  timely  manner  they  charged  $16,227  against  a 
1982-83  appropriation  since  the  1981-82  appropriation  was  fully 
used.  Charging  this  against  fiscal  year  1982-83  misstates  expendi- 
tures and  circumvents  the  budget  amendment  process.  OPI  should 
have  received  an  amendment  for  fiscal  year  1981-82  prior  to  making 
the  expenditure. 
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RECOMMENDATION  #3 

WE  RECOMMEND  OPI  COMPLY  WITH  THE  BUDGET  AMENDMENT 

PROCESS. 

AUDIOVISUAL    LIBRARY 

The  Office  of  Public  Instruction  operates  an  audiovisual 
library  that  rents  films  to  schools.  During  fiscal  years  1980-81 
and  1981-82  revenues  were  $174,891  and  $140,557,  respectively. 
Expenditures  approximately  equalled  revenues.  At  June  30,  1982, 
there  were  approximately  6,675  films  representing  4,650  titles  in 
the  library. 

Films  rent  by  the  week  for  either  $6.50  or  $3.50  depending 
on  the  length  of  the  film.  The  rental  rates  currently  do  not 
include  factors  for  replacing  worn  or  obsolete  films.  According  to 
library  officials  rental  rates  were  set  at  what  OPI  felt  the  schools 
would  pay,  and  to  cover  handling  and  postage  costs.  To  update 
the  film  library  OPI  used  $50,000  from  their  General  Fund  appro- 
priation during  fiscal  year  1981-82  to  buy  new  films. 
Film   Usage 

Approximate   film    usage    for    the    past   five    years    is    as  follows: 


1977-78  44,188 

1978-79  32,043 

1979-80  32,240 

1980-81  28,266 

1981-82  24,425 


OPI   officials  stated  the  decrease  in   usage  resulted  from  increas- 
ing  the   rental    rates   in   fiscal   year  1979-80. 
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We  analyzed   usage  for  fiscal   year   1981-82  as   follows: 


Number  of 

Total 

Percent  of  Total 

Number  of  Bookings 

Titles 
79 

Bookings 
3,299 

Bookings 

Over  30 

14% 

21  through  30 

137 

3,453 

14% 

11  through  20 

395 

5,639 

23% 

1  through  10 

3,183 

12,034 

49% 

"No  requests 

856 
4,650 

-0- 

0% 

Total 

24,425 

100% 

"'Schools  request  films  through  a  catalog  in  advance  of  the  school 
year.  Forty-seven  of  the  films  with  no  requests  were  acquired 
since  1979  and  may  not  have  been  included  in  the  catalog  when 
schools  were   ordering   for   1981-82. 


The     results     indicated     approximately    85   percent    of    the    film    titles 
were  rented  ten  or  fewer  times  during  the  year. 

OPI  should  analyze  use  of  the  films  and  obtain  approval  to 
sell  outdated  films  to  school  districts  or  other  users.  Removing 
the  films  would   reduce  library  carrying  costs. 

RECOMMENDATION   tt4 

WE  RECOMMEND  OP!  ANALYZE  FILM  USAGE  AND  OBTAIN 
APPROVAL  TO  SELL  OUTDATED  FILMS  TO  SCHOOL  DIS- 
TRICTS  OR   OTHER    USERS. 

Film  Value 

OPI  has  not  determined  the  value  of  the  films  in  the  library 
or  recorded  them  in  the  Property  Accountability  Management  System 
(PAMS).  This  results  in  fixed  assets  being  materially  understated 
at  June  30,    1982  on  the  accounting   system. 
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We  performed  a  statistical  analysis  of  the  historical  cost  of  the 
purchased  films.  Based  on  our  analysis,  we  estimate  total  film 
value  between  $1,300,000  and  $1,650,000.  OPI  should  establish  the 
historical  cost  for  these  films  and  account  for  the  films  on  PAMS. 
Financial  statements  were  adjusted  by  OPI  to  include  the  estimated 
value  of  the  films. 

RECOMMENDATION   #5 

WE    RECOMMEND    OPI    DETERMINE    THE    HISTORICAL   COST   OF 

THE    FILMS   AND   ACCOUNT    FOR    THEM   ON    PAMS. 

Administration   Costs 

OPI   charges  the   library  account  approximately  $11,000  annually 
for   accounting    and    data   processing   services.      Personnel   stated  the 
charge    was    a    flat    fee    estimated    to    cover    costs.      They   could    not 
provide    support    showing    the   fee   charged    represented    the   cost   of 
services   provided. 

Costs    charged    to   the    library   must  be  accurate  to  allow  calcu- 
lation   of   film    rental    rates    to    recover  costs.      These  charges   should 
be  supported   by  auditable   records   reflecting  the  cost  of  the  services 
performed . 

RECOMMENDATION   #6 

WE    RECOMMEND    OPI    DOCUMENT    THE    BASIS    FOR    CHARGING 

ADMINISTRATION.  COSTS    TO    THE    AUDIOVISUAL    LIBRARY. 
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INDIRECT   COSTS 

In  March,    1981,    we   released   a   performance  audit  of  the  Collec- 
tion   of    Federal    Indirect    Cost    Reimbursements.       In    this    report,    we 
noted    OPI     had     not    reimbursed     the    state    General     Fund     for     the 
Statewide    Cost    Allocation    Plan    (SWCAP)    portion    of   federal    indirect 
cost  recoveries. 

The  federal   government  recognizes   and   provides  for   reimburse- 
ment to  state  agencies  for  indirect  costs   incurred   in   the  administra- 
tion   of    federal    grants.       Section    17-3-111,     MCA,     and    Management 
Memo  4-81-7    require   each  agency  to  deposit  SWCAP   reimbursements 
to  the  General    Fund. 

We  determined  approximately  $29,700  and  $15,800  should  have 
been  returned  to  the  General  Fund  during  fiscal  years  1980-81  and 
1981-82  for  the  support  provided  by  agencies  included  in  the 
Statewide  Cost  Allocation  Plan.  OPI  disagreed  with  the  same 
recommendation  in  our  prior  report  since  they  felt  there  was  no 
net  gain  to  the  General  Fund.  At  OPI  an  indirect  cost  pool  is 
established.  Income  to  the  pool  consists  of  a  General  Fund  appro- 
priation and  all  indirect  cost  recoveries.  Payments  are  then  made 
from    the    pool    for    accounting,    personnel,    and    other  OPI    overhead. 

If  OPI  returned  the  SWCAP  portion  of  the  recovery  to  the 
General  Fund,  the  General  Fund  appropriation  would  have  to 
increase  by  the  same  amount  to  cover  pool  costs.  However,  unless 
OPI  returns  the  recoveries  as  directed  in  state  policy,  the  full 
extent  of  the  General  Fund  support  to  federal  grant  programs  is 
not   recognized   in   the  budgeting   process. 
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RECOIVIMENDATION   #7 

WE     RECOMMEND    OPI     BUDGET    FOR    AND    DEPOSIT    INDIRECT 

COSTS    IN    ACCORDANCE   WITH   STATE    POLICY. 

Calculation  of   Indirect   Cost   Rates 

OPI  calculates  indirect  cost  rates  based  on  estimates  adjusted 
for  actual  over  or  under  recoveries  from  prior  fiscal  years.  In 
calculating  the  rate  for  fiscal  year  1981-82,  $58,399  that  should 
have  been  added  was  erroneously  subtracted.  This  error  caused  a 
$116,798  understatement  of  the  indirect  cost  base  for  fiscal  year 
1981-82. 

The  indirect  cost  rate  calculated  from  the  base  represents  the 
cost  to  the  state  for  administering  a  federal  grant.  Understatement 
of  these  costs  results  in  funds  being  used  for  direct  grant  costs 
rather  than  paying  for  state  administration.  We  estimate  the 
General  Fund  lost  approximately  $43,000  due  to  this  error.  OPI 
may  be  able  to   recover  this   in  future   proposals. 

RECOMMENDATION   #8 
WE    RECOMMEND   OPI: 

A.  PROPERLY    COMPUTE    INDIRECT   COST    RATES. 

B.  OBTAIN  PERMISSION  FROM  THE  FEDERAL  GOVERNMENT 
TO  INCLUDE  THE  $116,798  UNDERSTATEMENT  OF  THE 
PRIOR  INDIRECT  COSTS  IN  THE  NEXT  INDIRECT  COST 
PROPOSAL. 
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ACCOUNTS    RECEIVABLE 

The  National  Council  on  Governmental  Accounting  recommends 
the  accrual  of  property  taxes  so  amounts  due  and  not  yet  collected 
will  be  fully  disclosed  in  the  financial  statements.  In  our  prior 
audit  of  OPI,  we  recommended  the  establishment  of  accounts  receiv- 
able for  anticipated  property  tax  surpluses  from  county  collected 
equalization.  OPI  recorded  estimated  receivables  and  revenue  of 
$11  million  during  fiscal  year  1981-82.  Revenue  accruals  were  not 
made  at  fiscal   year-end   1981. 

When  the  surpluses  were  collected  in  fiscal  year  1981-82,  the 
state  treasurer  recorded  $5,173,597  as  revenue  on  OPI's  records. 
OPI  did  not  reverse  their  revenue  accrual  for  these  collections, 
resulting  in  a  double  recording  of  the  revenue.  OPI  also  learned 
that  the  surplus  receivable  estimate  was  approximately  $440,000  too 
high.      This  also  should   have  been    removed  from  the  accrual. 

As  a  result  of  these  problems,  the  Special  Revenue  Fund 
revenue  for  fiscal  year  1980-81  on  SBAS  is  overstated  by  $1,270,409 
and  prior  year  revenue  is  understated  by  $1,270,409.  At  fiscal 
year-end  1981-82,  revenue  is  overstated  $9,757,843  and  accounts 
receivable  $5,614,715.  Prior  year  revenue  is  understated  by 
$4,143,132.  The  information  required  to  remove  the  accrual  is 
available  on  SBAS.  OP!  adjusted  their  financial  statements  for  this 
error. 

RECOMMENDATION   #9 

WE  RECOMMEND  OPI  PROPERLY  REVERSE  THE  REVENUE 
ACCRUALS  WHEN  PAYMENT  IS  RECEIVED  OR  DETERMINED 
NOT    RECEIVABLE. 
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USE   OF   SBAS 

We    noted    the   following    misstatements   on    SBAS    resulting   from 
the  accounting   system   not  being   used   correctly. 


-Agencies  must  determine  at  the  end  of  the  fiscal  year  the 
status  of  grant  receipts.  If  they  have  received  less  than 
they  have  spent  there  is  a  receivable  from  the  federal  govern- 
ment. In  recording  this  at  fiscal  year-end  1982,  $136,000  was 
erroneously  entered  as  an  uncleared  collection  on  SBAS.  It 
should   have  been   recorded   as  due  from  the  federal   government. 

-In  the  agency  fund  approximately  $600,000  was  due  to  the 
federal  government.  OP!  had  this  payable  recorded  as  fund 
balance  on   SBAS. 

-OPI  maintains  manual  account  receivable  records  providing 
detail  support  for  the  balances  on  SBAS.  In  our  testing,  we 
found  instances  where  the  manual  records  did  not  agree  to 
the  balances  on   SBAS. 

-During  the  fiscal  year-end  period,  receivable  and  payable 
control  accounts  replace  cash  for  entries  made  after  June  30. 
This  procedure  provides  for  a  proper  cash  cutoff  at  June  30. 
During  the  fiscal  year-end  period,  OPI  reversed  these  control 
accounts  resulting  in  negative  receivables  and  payables  on 
SBAS. 


OPI  personnel  should  review  state  guidelines  for  accounting 
for  receivables  and  payables  and  comply  with  them.  When  guide- 
lines are  not  clear  the  Department  of  Administration,  Accounting 
Division,    will   provide  explanations. 

RECOIVIIVIENDATIQN    #10 

WE  RECOMMEND  OPI  UTILIZE  SBAS  IN  ACCORDANCE  WITH 
STATE  ACCOUNTING  GUIDELINES  FOR  ACCOUNTS  RECEIV- 
ABLE  AND    PAYABLE. 
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EQUIPMENT    LEASES 

OPI  did  not  record  $50,692  of  leased  equipment  on  the  Property 
Accountability  Management  System  (PAMS).  Accounting  personnel 
said  it  was  office  policy  not  to  record  capital  leases  on  their  books 
until  they  are  fully  paid.  When  the  state  implemented  PAMS,  OPI 
did  not  change  its  procedures.  We  also  noted  errors  in  implement- 
ing PAMS,  resulting  in  the  inclusion  of  finance  charges  and  exclu- 
sion of  down   payments  for  some  leases. 

PAMS  guidelines  require  capital  lease  assets  be  recorded  at 
cost,  excluding  finance  charges  upon  receipt  of  the  asset.  These 
guidelines  also  apply  to  installment  purchases. 

RECOMMENDATION   #11 

WE    RECOMMEND    OPI     RECORD    LEASES    IN    COMPLIANCE   WITH 

THE      PROPERTY      ACCOUNTABILITY      MANAGEMENT     SYSTEM 

GUIDELINES. 

FEDERAL   COMPLIANCE 

OPI  receives  a  significant  portion  of  their  funding  from  federal 
sources.  Office  of  Management  and  Budget  (OMB)  Circular  A-102, 
Attachment  P,  establishes  audit  requirements  for  state  and  local 
governments  receiving  federal  assistance.  Attachment  P  provides 
for  independent  audits  of  financial  operations,  including  compliance 
with  certain  federal  laws  and  regulations.  We  performed  our  audit 
of  OPI  in  accordance  with  the  standards  of  OMB  Circular  A-102, 
Attachment  P. 
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We  reviewed  compliance  with  major  regulations  in  the  ESEA 
(Title  I)  -  Low  Income,  Vocational  Education,  School  Food  Services, 
and  EH  A  Part  B  (Special  Education)  programs.  Areas  reviewed 
include: 

1.  eligibility  determination, 

2.  internal  control   and   reporting   systems, 

3.  auditing  and  monitoring  of  subgrantees,   and 

4.  cost  allowability. 

During    our    review    we    noted    compliance   problems    in   the   following 
areas: 

--Subrecipient  Audit  and  Monitoring   Requirements, 

--Excess   Cash,    and 

--Reporting   Requirements. 

In  the  following  sections  we  discuss  compliance  and  internal 
control  problems  requiring  disclosure  in  accordance  with  Attach- 
ment P.  Other  compliance  deficiencies  deemed  not  to  have  signifi- 
cant effect  on  the  successful  operations  of  the  OPI  programs  are 
not  included  in  the  report,  but  have  been  discussed  with  manage- 
ment. Nothing  came  to  our  attention  that  causes  us  to  believe 
untested  compliance  issues  are  not  in  accordance  with  applicable 
laws   and   regulations. 

As    a    result   of  our   review,    it  is  our  opinion  that  the  deficien- 
cies   noted    did    not    significantly    affect   the    successful    operations  of 
the  programs  or  the  allowability  of  costs  in  conformity  with   program 
regulations. 
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Subrecipient  Audit  and   Monitoring    Requirements 
Audits  of  Subrecipients 

OMB  Circular  A-102,  Attaciiment  P,  states,  "Recipients  (of 
federal  assistance)  shall  require  subrecipients  that  are  state  and 
local  governments  or  Indian  tribal  governments  to  adopt  the  (audit) 
requirements  in  Attachment  P."  OPI  must  include  requirements 
that  each  subrecipient  of  federal  funds  obtain  audits  in  accordance 
with  the  requirements  in  Attachment  P.  Failure  to  comply  with 
OMB  requirements  could  be  a  basis  for  future  denial  of  federal 
funds.  Federal  funds  distributed  to  local  education  agencies  by 
OPI  totalled  approximately  $24.6  million  in  fiscal  year  1980-81  and 
$23.5  million  in  fiscal  year  1981-82.  OPI  did  not  include  subrecip- 
ient audit  requirements  in  its  grant  agreements  during  this  audit 
period.  We  made  this  same  recommendation  in  our  previous  audit 
report. 

Under  state  law,  certain  small  school  districts  that  do  not 
maintain  a  high  school  are  to  be  audited  by  county  officials. 
These  audits  are  up  to  ten  years  behind  schedule.  The  Local 
Government  Services  Division  of  the  Department  of  Administration 
(D  of  A),  or  a  public  accounting  firm  under  contract  with  D  of  A 
audits  the  remaining  subrecipients  of  OPI.  During  our  audit 
period,  D  of  A  personnel  stated  the  audits  performed  through 
their  division  did  not  conform  with  OMB  Circular  A-102,  Attach- 
ment P   requirements. 

As  a  grantor,  OPI  should  include  all  audit  requirements  in 
the  subgrant  agreements.  If  the  subgrantee  does  not  comply  with 
the  agreement  OPI    should  consider  withholding   funds. 
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RECOMIVIENDATION   #12 

WE      RECOMMEND     THAT     OPI      REQUIRE     SUBREC I  PI  ENTS     TO 
ADOPT   THE   AUDIT    REQUIREMENTS    IN   OMB   CIRCULAR   A-102, 
ATTACHMENT    P. 

Monitoring   and   Auditing   Title    I    Subrecipients 

OPI  distributed  approximately  $9  million  in  federal  Title  I 
funds  each  year  during  the  audit  period.  Federal  regulations  for 
this  grant  required  OPI  implement  a  monitoring  plan.  The  plan 
submitted  by  OPI  for  approval  established  a  monitoring  and  auditing 
schedule  for  local  educational  agencies.  This  plan  stated  each 
project  with  an  allocation  of  over  $50,000  in  fiscal  year  1979  would 
be  visited  annually.  Projects  with  smaller  allocations  would  be 
visited  less  often.  The  federal  government  approved  this  Monitoring 
and   Enforcement  Plan. 

OPI  did  not  comply  with  the  approved  plan,  and  visited  only 
20  of  the  42  large  agencies  scheduled  in  fiscal  year  1980-81.  Since 
all  required  visits  were  not  performed,  OPI  has  inadequate  assur- 
ance that  federal  funds  were  used  to  meet  grant  objectives.  OPI 
currently  employs  an  accountant  who  performs  desk  audits  of 
Title  I  programs,  a  Title  I  auditor,  and  three  Title  I  monitors. 
OPI  personnel  attribute  their  non-compliance  with  the  plan  to  the 
number  of  agencies,  size  of  the  area  to  be  visited,  and  lack  of 
administrative  funds.  If  OPI  personnel  felt  they  could  not  make 
the  scheduled  visits,  an  alternative  proposal  should  have  been 
submitted   to  the  federal   agency  for  approval. 
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RECOMMENDATION   tt13 

WE    RECOMMEND   THAT   OPI    COMPLY   WITH   OR    MODIFY    TITLE    I 

MONITORING   AND    ENFORCEMENT    PLANS. 

Excess  Cash 

OPI  obtains  cash  from  the  federal  government  using  weekly 
federal  letters  of  credit.  To  determine  the  amount  of  cash  needed, 
personnel  subtract  the  amount  of  prior  receipts  from  estimated 
total  expenditures  through  the  date  of  their  next  receipt.  This 
estimate  includes  cash  to  be  distributed  to  subrecipients  during 
the  week  following  the  drawdown. 

Under  the  terms  of  its  letter  of  credit,  OPI  may  order  as 
much  as  a  three  day's  supply  of  cash.  Federal  regulations  require 
that  cash  advances  made  to  subrecipients  conform  substantially  to 
the  same  standards  of  timing  and  amount  as  apply  to  advances  to 
OPI. 

—  Cash   Distributions  to  Subrecipients 

Subrecipients  receive  separate  cash  distributions  for  each 
program  funded  through  OPI.  We  noted  the  following  exceptions 
to  the  three-day  letter  of  credit  term. 

School  districts  with  vocational-education  programs  receive 
75  percent  of  the  program  requirements  at  the  beginning  of  the 
program.  OPI  sends  the  remaining  25  percent  when  districts  issue 
their  final  report  showing  completion  of  the  project.  OPI  has  no 
records    of    when    the    75  percent   forward-funded    money   was    used. 

School  districts  with  Title  I  programs  generally  receive  30  day 
cash    advances.       OPI     bases    these    monthly    advances    on    quarterly 


30 


reports.  Unless  the  school  reports  a  high  cash  balance,  OPI 
advances  one-third  of  the  schools'  estimated  quarterly  needs  each 
month  over  the  next  quarter. 

Since  we  did  no  subrecipient  audits,  we  did  not  determine  the 
dollar  effect  of  the  excess  cash.  OPI  personnel  stated  due  to  the 
number  of  school  districts  in  Montana  the  federal  government  had 
approved  these  distributions.  However,  they  could  not  provide 
any  documentation  of  the  approvals. 
Withdrawal    Calculation 

When  calculating  the  June,  1982  drawdown  for  the  School  Food 
Program,  OPI  personnel  forgot  to  subtract  a  prior  receipt  of 
$600,000  from  total  estimated  expenditures.  They  caught  the  error 
the  next  day  and  tried  to  return  the  excess  cash  to  the  U.S. 
Department  of  Agriculture. 

An  employee  for  the  U.S.  Department  of  Agriculture  told  OPI 
the  only  way  they  could  return  funds  without  losing  them  was  to 
deduct  it  from  the  next  letter  of  credit.  Since  there  was  no 
school  through  the  summer,  OPI  did  not  need  this  money  until 
October,  1982.  When  OPI  explained  this,  the  federal  employee  told 
them   to   keep  the  money. 

To  effectively  use  this  cash  OPI  funded  other  federal  grants 
with  the  Department  of  Agriculture  cash.  When  the  school  food 
funds  are  needed  OPI  stated  they  would  then  draw  from  the  other 
grants   to   repay   the  $600,000. 
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RECOMMENDATION   #14 

WE    RECOMMEND   THAT   OPI: 

A.  COMPLY  WITH  OR  OBTAIN  FORMALLY  DOCUMENTED 
FEDERAL  APPROVAL  OF  DEVIATIONS  FROM  FEDERAL 
REGULATIONS    REGARDING   CASH    ADVANCES. 

B.  CAREFULLY  REVIEW  DRAWDOWN  CALCULATIONS  FOR 
REASONABLENESS. 

Financial   Reports 

Vocational-education  grant  reports  were  not  properly  completed 
or    supported.       Grantors    rely   on    these    reports    in    making    funding 
decisions.      Improper  or  unsupported   reports  could   result  in   improper 
grant  funding  decisions. 

During  fiscal  year  1980-81,  OPI  personnel  reported  budgeted 
expenditures  as  actual  expenditures  for  incomplete  projects.  This 
results  in  the  project  being  shown  as  having  used  all  funds.  This 
would  be  correct  only  for  completed  projects.  Federal  officials 
stated  OPI  should  either  report  actual  expenditures  and  footnote 
amounts  required  to  complete  the  project,  or  report  budget  expen- 
ditures and  footnote  actual  expenditures.  Either  method  allows 
determination    of    project    status    and    future    funding    requirements. 

To  receive  vocational-education  grants,  state  spending  must 
match  set  percentages  of  the  federal  expenditures.  State  expen- 
ditures are  made  at  vocational-technical  centers  and  vocational- 
educational  programs  at  various  school  districts.  When  OPI  reports 
state   match   to   the  federal   government  they   include  both  programs. 
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Federal  regulations  do  not  allow  matching  expenditures  which 
have  been  used  to  match  other  federal  grants.  OP!  has  no  way  to 
determine  whether  the  state  matching  expenditures  it  reports  from 
the  vocational-technical  centers  or  secondary  vocational -education 
programs  are  being  used  as  match  funds  for  other  grants.  OPI 
should  require  schools  implement  auditable  systems  for  reporting 
this   information   and   rely  on   subgrantee  audits  to  monitor  matching. 

RECOMIVIENDATION   #15 
WE    RECOMMEND   OPI: 

A.  ACCURATELY   COMPLETE    FEDERAL    REPORTS. 

B.  MONITOR  MATCHING  THROUGH  SUBGRANTEE  AUDITS 
TO  ENSURE  THE  SAME  FUNDS  ARE  NOT  USED  TO 
MATCH    MORE   THAN   ONE    FEDERAL   GRANT. 

Federal    Budgeting 

OPI  personnel  noted  that  due  to  a  shortage  of  funds  at  the 
national  level,  the  U.S.  Department  of  Agriculture  reduced  OPI's 
federal  fiscal  year  1981  school  foods  letter  of  credit  authorization. 
To  cover  the  school  food  obligation  they  requested  OPI  pay  Septem- 
ber, 1981  claims  from  the  federal  fiscal  year  1982  letter  of  credit. 
The  situation    reoccurred   in   September,    1982. 

Since  OPI    complied   with   federal   guidance  we  make  no   recommen- 
dation.     Our   cognizant   federal    audit   agency    requested    we  disclose 
this     problem     in    our     report    for    potential    follow-up    by    the    U.S. 
Department  of  Agriculture. 
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Indirect  Cost  Use  Allowance 

OPI  includes  a  use  allowance  of  6.67  percent  of  the  acquisition 
cost  of  fixed  assets  purchased  with  non-federal  funds  in  its  indirect 
cost  proposals.  These  non-federal  fixed  assets  consist  primarily  of 
audiovisual  library  films.  During  our  review  of  the  library,  we 
noted  many  films  were  never  or  infrequently  used  (see  pages  19 
through  21  of  this  report).  Federal  guidelines  state  a  use  allow- 
ance on  idle  or  excess  facilities  is  not  allowable  unless  specifically 
authorized   by  the  grantor  federal   agency. 

Since  this  information  was  included  in  the  indirect  cost  pro- 
posals approved  by  the  federal  cognizant  agency,  we  do  not  ques- 
tion OPI's  indirect  cost  recoveries.  We  address  no  recommendation 
to  OPI,  but  disclose  the  point  for  federal  indirect  cost  negotiators. 
PRIOR    AUDIT    RECOMIVIEN  DAT  IONS 

The  previous  audit  report  on  the  Office  of  Public  Instruction 
contained  27  recommendations  still  applicable  to  the  office.  Sixteen 
were  implemented,  two  partially  implemented,  and  nine  were  not 
implemented.  Four  of  the  recommendations  not  implemented  were  in 
the  foundation  program.  Three  others  relate  to  federal  grants  and 
are  repeated  on  pages  26  to  34.  The  final  two  are  repeated  on 
pages  18  and  23  relating  to  budget  amendments  and  indirect  cost 
recoveries. 
INTERNAL   CONTROL 

We  have  examined  the  financial  statements  of  the  Office  of 
Public  Instruction  for  the  two  fiscal  years  ended  June  30,  1982. 
We  issued  our  opinion  dated  September  30,  1982  on  these  state- 
ments. As  part  of  our  examination,  we  made  a  study  and  evalua- 
tion   of    the    system    of    control    of   the    Office   of    Public    Instruction. 

34 


Our  study  evaluated  the  system  as  required  by  generally  accepted 
government  auditing  standards  for  financial  and  compliance  audits. 
We  classified  and  studied  the  controls  in  the  following  categories: 
revenue/  receipts,  payroll,  expenditures,  cash,  accounts  receivable, 
and  plant,  property,  and  equipment.  Through  our  study,  we 
determined  the  nature,  timing,  and  extent  of  our  auditing  proce- 
dures. We  did  not  evaluate  the  control  system  to  the  extent 
necessary  to  give  an  opinion  on  either  individual  segments  or  the 
system  as  a  whole. 

The  management  of  the  Office  of  Public  Instruction  is  respon- 
sible for  establishing  and  maintaining  a  system  of  accounting 
control.  In  fulfilling  this  responsibility,  estimates  and  judgments 
by  management  are  required  to  assess  the  expected  benefits  and 
related  costs  of  control  procedures.  The  objectives  of  a  system 
are  to  provide  management  with  reasonable  assurance:  1)  that 
assets  are  safeguarded  against  loss  from  unauthorized  use  or 
disposition;  2)  that  transactions  are  executed  in  accordance  with 
management's  authorization;  and  3)  that  transactions  are  recorded 
properly  to  permit  the  preparation  of  financial  statements  in  accor- 
dance with  generally  accepted  accounting  principles.  Inherent 
limitations  in  any  system  of  controls  may  cause  errors  or  irregular- 
ities to  remain  undetected.  The  current  system  evaluation  should 
not  be  used  to  project  to  future  periods  since  the  procedures  may 
become   inadequate  or  compliance  with   them  may  deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first  para- 
graph would  not  necessarily  disclose  all  material  weaknesses  in  the 
system.      Accordingly,    we   do  not  express  an  opinion  on   the  system 
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of  controls  used  by  the  Office  of  Public  Instruction.  However, 
our  study  disclosed  no  significant  conditions  that  could  result  in 
financial   statement  errors   that  would   be  difficult  to  detect. 

The  preceding  three  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  Legislature  and  should  not  be  used  for 
any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  acceptance  by 
the     Legislative     Audit    Committee,     is    a    matter    of    public     record. 
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STATE  OF  MONTANA 
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SCOTT  A.  SEACAT 

PERFORMANCE/SUNSET  AUDITS 

STAFF  LEGAL  COUNSEL 
JOHN  W.  NORTHEY 


The   Legislative  Audit  Committee 
of  the  IVlontana  State   Legislature: 

We  have  examined  the  financial  statements  of  the  various 
funds  and  account  groups  of  the  Office  of  Public  Instruction  as  of, 
and  for,  the  two  fiscal  years  ended  June  30,  1982,  as  shown  on 
pages  39  through  52.  Our  examination  was  made  in  accordance 
with  generally  accepted  government  auditing  standards  for  financial 
and  compliance  audits  and,  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we 
considered   necessary   in   the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly  the  financial  position  of  such  funds  and  account 
groups  of  the  Office  of  Public  Instruction  at  June  30,  1982,  and 
the  results  of  its  operations  and  the  changes  in  fund  balances  of 
such  funds  for  the  two  fiscal  years  then  ended,  in  conformity  with 
generally  accepted  accounting  principles  which,  except  for  the 
changes  with  which  we  concur,  in  the  combination  of  funds  as 
described  in  Note  1  and  the  separation  of  programs  as  described  in 
Note  5  to  the  financial  statements,  have  been  applied  on  a  consistent 
basis . 
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The  accompanying  Schedule  of  Authorized  Grants  is  presented 
for  additional  analysis  and  disclosure  purposes  in  compliance  with 
"Guidelines  for  Financial  and  Compliance  Audits  of  Federally  Assisted 
Programs"  and  is  not  a  required  part  of  the  combined  financial 
statements  for  the  Office  of  Public  Instruction.  This  schedule  has 
been  subjected  to  the  auditing  procedures  applied  in  the  examination 
of  the  basic  financial  statements  and,  in  our  opinion,  is  fairly 
stated  in  all  material  respects  in  relation  to  the  basic  financial 
statements  taken   as   a  whole. 

Respectfully  submitted, 


September  30,    1982 

Approved: 

Robert   R.    RiPiqwood 
Legislative  AiLpitor 


James   H.    Gillett,    CPA 
Deputy    Legislative  Auditor 
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OFFICE  OF  PUBLIC  INSTRUCTION 
COMBINED  BALANCE  SHEET  -  ALL  FUND  TYPES  AND  ACCOUNT  GROUP 

JUNE  30,  1982 


GOVERNMENTAL  FUND  TYPES 


PROPRIETARY 
FUND  TYPE 


General 

Special  Revenue 

Internal  Service 

ASSETS 

Cash 

$  3,421 

$70,338,247 

$12,093 

Receivables 

19,264 

5,591,838 

Advances 

2,415 

Assets  Available  to 

Pay  Accounts  Payable 

115,167 

Investments 

General  Fixed  Assets 

Total  Assets 

$137,852 

$75,932,500 

$12,093 

LIABILITIES  &  FUND  BALANCE 

Accounts  Payable 

$115,732 

$   223,349 

$    10 

Accrued  Expenditures 

21,018 

109,801 

Deferred  Revenue 

440 
137,190 

Total  Liabilities 

333,150 

10 

FIDUCIARY  FUND  TYPES 


$   828 


5,903 


$6,731 


$583,489 
46,972 


$-0- 


$630,461 


$  4,831 

625,630 
630,461 


ACCOUNT  GROUP 


General  Fixed  Assets 


$2,200,770 
$2,200,770 


-0- 


Investment  in 
General  Fixed  Assets 

Fund  Balance/Retained 
Earnings 

Total  Liabilities  &  Fund 
Balance/Retained  Earnings 


662 


$137,852 


75,599,350 


$75,932,500 


12,083 
$12,093 


6,731 


$6,731 


-0- 


$630,461 


2,200,770 


$2,200,770 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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OFFICE  OF  PUBLIC  INSTRUCTION 
COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 
CHANGES  IN  FUND  BALANCE  -  ALL  GOVERNMENTAL  FUND  TYPES  AND 
EXPENDABLE  TRUST  FUND 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1982 


GOVERNMENTAL  FUND  TYPES 


Special 

DT?Tn7\nn7Q  • 

General 

Revenue 

Licenses  &  Permits 

$ 

31,887 

Taxes 

$  8 

,824,309 

Service  Fees 

175,781 

Investment  Earnings 

2 

,376,417 

Fines 

711,780 

Indirect  Cost  Recoveries 

359,200 

54,751 

Sale  of  Documents,  Merchandise, 

&  Property 

30 

Miscellaneous 

1,108 

Grants,  Gifts,  Bequests, 

&  Donations 

1,296 

Federal  Assistance 

15 
27 

,705,508 

Total  Revenues 

411,117 

,850,950 

EXPENDITURES: 

Superintendent 

105,772 

14,676 

Basic  Instruction 

848,897 

420,278 

Vocational  Education 

209,148 

386,474 

Financial  Services 

653,371 

311,840 

Administrative  Services 

246,740 

465,380 

Special  Services 

128,117 

967,637 

Distribution  to  Schools 

30 

,901,782 

130 

,836,494 

Total  Expenditures 

33 

,093,827 

133 

,402,779 

FIDUCIARY 
FUND  TYPE 
Expendable 
Trust 


$   762 


762 


2,500 


2,500 


EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Revenue 
Prior  Year  Expenditures 
Transfers  From  Other 

State  Agencies 
Transfer  In  (Out) 
Total 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

FUND  BALANCE  JULY  1,  1981 
FUND  BALANCE  JUNE  30,  1982 


(32,682,710) 


24,336 

64,668,205 

(32,000,000) 

32,692,541 


9,831 
(9,169) 


(105,551,829) 


25,384 
107,167 

98,800,702 

32,000,000 

130,933,253 


$ 


662 


25,381,425 

50,217,925 
$  75,599,350 


(1,738) 


(1,738) 

8,469 
$6,731 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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OFFICE  OF  PUBLIC  INSTRUCTION 
COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 
CHANGES  IN  FUND  BALANCE  -  ALL  GOVERNMENTAL  FUND  TYPES  AND 
EXPENDABLE  TRUST  FUND 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


REVENUES: 
Licenses  &  Permits 
Taxes 

Service  Fees 
Investment  Earnings 
Fines 

Indirect  Cost  Recoveries 
Grants,  Gifts,  Bequests, 

&  Donations 
Federal  Assistance 
Total  Revenues 

EXPENDITURES : 
Administration 
Distribution  to  Schools 
Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Revenue 
Prior  Year  Expenditures 
Transfers  From  Other 
State  Agencies 
Total 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

Fund  Balance  Previously 
Reported  June  30,  1980 

Adjustment  Due  to 
Fund  Reclassification 

FUND  BALANCE  July   1,  1980 

FUND  BALANCE  June  30,  1981 


FIDUCIARY 

GOVERNMENTAL 

FUND  TYPES 

FUND  TYPE 

Special 

Expendable 

General 

Revenue 

Trust 

$     48,494 

$   6,544,888 

36 

175,039 

1,172,659 

$   747 

943,653 

376,985 

18,749 

30 
14,030,137 
22,885,155 

425,515 

747 

2,100,822 

2,521,977 

2,300 

46,019,803 

90,157,280 
92,679,257 

48,120,625 

2,300 

(47,695,110) 

(69,794,102) 

(1,553) 

4,101 

1,353,585 

46,103 

172,986 

-0- 

47,620,471 

105,314,619 
106,841,190 

47,670,675 

(24,435) 


15,266 


15,266 


37,047,089 

12,949,923 

220,913 
13,170,836 


(1,553) 


(9,169)    $  50,217,925 


10,022 


10,022 
$  8,469 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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REVENUES : 
Licenses  &  Permits 
Taxes 

Service  Fees 
Investment  Earnings 
Fines 

Indirect  Cost  Recoveries 
Sales  of  Documents, 

Merchandise,  &  Property 
Miscellaneous 
Grants,  Gifts,  Bequests, 

&  Donations 
Federal  Assistance 
Total  Revenue 

EXPENDITURES : 
Superintendent 
Basic  Instruction 
Vocational  Education 
Financial  Services 
Administrative  Services 
Special  Services 
Distribution  to  Schools 
Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 


OFFICE  OF  PUBLIC  INSTRUCTION 
COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND  CHANGES  IN 
FUND  BALANCE  -  BUDGET  AND  ACTUAL  -  GENERAL  AND  SPECIAL  REVENUE  FUND  TYPES 
~  FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1982 

GENERAL  FUND 


SPECIAL  REVENUE  FUND 


Variance 

Variance 

Favorable 

Favorable 

Budget 

Actual 

(Unfavorable) 

Budget 

Actual 

(Unfavorable) 

$ 

50,000 

$    51,887 

$    1,887 

$  8,389,817 

$  8,824,309 

$   434,492 

100 

(100) 

198,000 
5,200,000 
1,000,000 

175,781 

2,376,417 

711,780 

(22,219) 

(2,823,583) 

(288,220) 

485,000 

359,200 
30 

(125,800) 
30 

27,500 

54,751 

27,251 

1,108 


1,108 


1,296 

1,296 

14,186,153 
29,001,470 

15,705,508 
27,850,950 

1,519,355 

535,100 

411,117 

(123,983) 

(1,150,520) 

152,426 

105,772 

46,654 

20,001 

14,676 

5,325 

849,305 

848,897 

408 

505,081 

420,278 

84,803 

218,392 

209,148 

9,244 

515,898 

386,474 

129,424 

714,152 

653,371 

60,781 

382,969 

311,840 

71,129 

250,844 

246,740 

4,104 

504,483 

465,380 

39,103 

128,515 

128,117 

398 

1,250,389 

967,637 

282,752 

31,905,920 

30 

,901,782 

1,004,138 

131,209,566 

130,836,494 

373,072 

34,219,554 

33 

,093,827 

1,125,727 

134,388,387 

133,402,779 

985,608 

(33,684,454) 

(32 

,682,710) 

1,001,744 

(105,386,917) 

(105,551,829) 

(164,912) 

OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Revenue 
Prior  Year  Expenditures 
Transfers  From  Other 

State  Agencies 
Transfers  In  (Out) 
Total 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

FUND  BALANCE  JULY  1,  1981 
FUITO  BALANCE  JUNE  30,  1982 


24,336 

65,795,749 

(32,000,000) 

33,820,085 


135,631 


(9,169) 


126,462 


24,336 

64,668,205 

(32,000,000) 

32,692,541 


9,831 

(9,169) 
662 


-0- 

(1,127,544) 

-0- 
(1,127,544) 


(125,800) 

-0- 
$  (125,800) 


25,385 
107,167 

98,800,702 

32,000,000 

130,933,254 


25,546,337 

50,217,925 
$  75,764,262 


25,385 
107,167 

98,800,702 

32,000,000 

130,933,254 


25,381,425 

50,217,925 
$  75,599,350 


■0- 
■0- 

■0- 
■0- 


-0- 


(164,912) 

-0- 
$  (164,912) 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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OFFICE  OF  PUBLIC  INSTRUCTION 
COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND  CHANGES  IN 
FUND  BALANCE  -  BUDGET  AND  ACTUAL  -  GENERAL  AND  SPECIAL  REVENUE  FUND  TYPES 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


REVENUES: 
Licenses  &  Permits 
Taxes 

Service  Fees 
Fines 

Investment  Earnings 
Indirect  Cost  Recoveries 
Sales  of  Documents, 

Merchandise,  &  Property 
Grants,  Gifts,  Bequests, 

&  Donations 
Federal  Assistance 
Total  Revenues 

EXPENDITURES 
Administration 
Distribution  to  Schools 
Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Revenue 
Prior  Year  Expenditures 
Transfers  From  Other 
State  Agencies 
Total 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

Fund  Balance  Previously 

Reported  June  30,  1980 
Adjustment  Due  to 

Fund  Reclassification 

FUND  BALANCE  JULY   1,  1980 
FUND  BALANCE  JUNE  30,  1981 


GENERAL  FUND 

SPECIAL  REVENUE 

FUND 

Budget 

Actual 

Variance 
Favorable 
(Unfavorable) 

Budget 

Actual 

Variance 
Favorable 
(Unfavorable) 

49,000 
500 

401,338 

$     48,494 
36 

376,985 

$      (506) 
(464) 

(24,353) 

$   6,339,776 
220,000 
900,000 
600,000 

$   6,544,888 

175,039 

943,653 

1,172,659 

18,749 

$   205,112 

(44,961) 

43,653 

572,659 

18,749 

2,500 


(2,500) 


12,301,028 
20,363,304 

14,030,137 
22,885,155 

1,729,109 

450,838 

425,515 

(25,323) 

2,521,851 

2,176,048 

2,100,822 

75,226 

2,913,735 

2,521,977 

391,758 

46,159,523 

46,019,803 

139,720 

105,432,193 

90,157,280 

15,274,913 

48,335,571 

48,120,625 

214,946 

108,345,928 

92,679,257 

15,666,671 

(47,884,733) 

(47,695,110) 

189,623 

(87,982,624) 

(69,794,102) 

18,188,522 

4,101 

4,101 

-0- 

1,353,585 

1,353,585 

-0- 

46,103 

46,103 

-0- 

172,986 

172,986 

-0- 

47,848,109 

47,620,471 
47,670,675 

(227,638) 
(227,638) 

105,314,619 
106,841,190 

105,314,619 
106,841,190 

-0- 

47,898,313 

-0- 

13,580 

(24,435) 

(38,015) 

18,858,566 

37,047,088 

18,188,522 

-0- 

-0- 

-0- 

12,949,923 

12,949,923 

-0- 

15,266 

15,266 
15,266 
$     (9,169) 

-0- 

220,913 

13,170,836 

$  32,029,402 

220,913 

13,170,836 

$  50,217,924 

-0- 

15,266 

-0- 

-0- 

$     28,846 

$   (38,015) 

$18,188,522 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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OFFICE  OF  PUBLIC  INSTRUCTION 
COMBINED  STATEMENT  OF  REVENUES,  EXPENSES,  AND 
CHANGES  IN  RETAINED  EARNINGS,  PROPRIETARY  FUND  TYPE 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1982 


PROPRIETARY  FUND  TYPE 


Internal  Service  Fund 


Operating  Revenues: 
Sale  of  Services 

Total  Operating  Revenues 

Operating  Expenses: 
Contracted  Services 
Supplies  and  Materials 
Communications 
Other  Expenses 

Total  Operating  Expenses 

Net  Income 

Retained  Earnings  July   1,  1981 

Retained  Earnings  June  30,  1982 


$  5,338 
5,338 


4,398 
(794) 
350 
(9) 


3. 

,945 

1. 

,393 

10, 

,690 

$12, 

,083 

The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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OFFICE  OF  PUBLIC  INSTRUCTION 
COMBINED  STATEMENT  OF  REVENUES,  EXPENSES,  AND 
CHANGES  IN  RETAINED  EARNINGS,  PROPRIETARY  FUND  TYPE 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


PROPRIETARY  FUND  TYPE 


Operating  Revenues : 
Sale  of  Services 

Total  Operating  Revenues 

Operating  Expenses: 
Contracted  Services 
Supplies  and  Materials 
Communications 
Prior  Year 

Total  Operating  Expenses 

Income  Before  Operating  Transfers 

Net  Income 

Retained  Earnings  Previously  Reported, 

June  30,  1980 
Adjustment  Due  to  Fund  Reclassification 

Retained  Earnings  July  1,  1980 

Retained  Earnings  June  30,  1981 


Internal  Service 

Fund 

$  4,546 

4,546 

9,420 

(360) 

2,490 

2,102 

13,652 

(9,106) 

(9,106) 

-0- 

19,796 

19,796 

$10,690 

The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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OFFICE  OF  PUBLIC  INSTRUCTION 
COMBINED  STATEMENT  OF  CHANGES 
IN  FINANCIAL  POSITION  -  PROPRIETARY  FUND  TYPE 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1982 


PROPRIETARY  FUND  TYPE 


Internal  Service 


Sources  of  Working  Capital: 
Operations : 
Net  Income 

Total  Sources  of  Working  Capital 
Net  Increase  in  Working  Capital 


$1,393 

1,393 

$1,393 


Elements  of  Net  Increase  in  Working  Capital: 
Cash 

Accounts  Receivable 
Accounts  Payable 

Net  Increase  in  Working  Capital 


$  636 
(67) 
824 

$1,393 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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OFFICE  OF  PUBLIC  INSTRUCTION 
COMBINED  STATEMENT  OF  CHANGES 
IN  FINANCIAL  POSITION  -  PROPRIETARY  FUND  TYPE 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


Use  of  Working  Capital: 
Net  Loss 

Total  Uses  of  Working  Capital 
Net  Decrease  in  Working  Capital 


PROPRIETY 

^Rl 

f  FUND 

TYPE 

Internal 

Service 

$ 

9. 

,106 

1 

9, 
9 

,106 
,106 

Elements  of  Net  Decrease  in  Working  Capital: 
Cash 

Accounts  Receivable 
Accounts  Payable 

Net  Decrease  in  Working  Capital 


$(8,340) 
67 
(833) 
$(9,106) 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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OFFICE   OF    PUBLIC    INSTRUCTION 

Notes  to  the   Financial   Statements 

Fiscal   Years   Ended  June  30,    1981   and   1982 

1.      SUMIVIARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 
Basis  of  Accounting 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
revenues  are  recorded  when  received  in  cash,  unless  susceptible 
to  accrual  or  deferral,  and  expenditures  are  recorded  when  a  valid 
obligation  is  incurred.  Revenues  are  susceptible  to  accrual  if  they 
are  measurable  and  available  to  finance  expenditures  of  the  fiscal 
period  or  are  not  received  at  the  normal  time  of  receipt.  Revenues 
are  deferred  if  material  and  received  before  the  "normal"  time  of 
receipt  or  if  received  for  a  particular  activity  and  the  expense  for 
the  activity  has  not  been   incurred   prior  to  fiscal   year-end. 

With  the  following  exceptions  to  the  modified  accrual  basis  of 
accounting,  a  valid  obligation  exists  when  the  associated  liability  is 
incurred: 


-The  liability  amount  associated  with  unused  accumulated 
vacation  and  sick  leave  at  June  30,  1982,  is  maintained  on  an 
hourly  basis  rather  than  by  dollar  amount.  The  monetary 
liability  was  not  calculated  until  an  employee  terminated  as  of 
June  30,  1982.  Upon  termination,  qualifying  employees  are 
paid  at  their  current  pay  rate  for  100  percent  of  accumulated 
vacation   and  25  percent  of  unused   sick   leave. 

-If     the     appropriation     provided     funds     to     complete     a     given 
project,    the  entire  amount  of  a   service  contract  may  be  accrued 
even    though    the    services    are    rendered    in   fiscal   years   subse- 
quent  to    the    fiscal    year    in   which   the  expenditure  is  accrued. 

-The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year   in   which   budgeted. 
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■Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year    in    which    the    anticipated    expenditure    is    to    be   accrued. 


General    Fixed   Assets 

The  state  of  Montana  uses  the  Property  Accountability  Manage- 
ment System  (PAMS),  a  centrally  maintained  subsystem  of  SBAS, 
to  manage  and  account  for  fixed  assets  owned  by  the  state  of 
Montana.  The  general  fixed  assets  are  recorded  as  expenditures 
in  the  various  funds  at  the  time  of  purchase.  Assets  purchased 
are  recorded  at  acquisition  cost.  Gifts  are  recorded  in  general 
fixed  asset  records  at  fair  market  value  at  the  time  received. 
Depreciation   is   not  provided  on  general   fixed  assets. 

Fund  Types 

The  state  of  Montana  accounts  are  organized  utilizing  a  fund 
structure  specified  in  section  17-2-102,  MCA.  For  financial  report- 
ing, these  funds  have  been  reclassified  according  to  the  recom- 
mended format  established  by  the  National  Council  on  Governmental 
Accounting   (NCGA). 

--Governmental    Fund  Types 

General    Fund    -    to    account    for    moneys,     except    those    moneys 
required    to    be    accounted    for    in    another  fund.      General    Fund 
,  moneys    deposited    in   the  state  treasury  are  available  to  defray 

the  costs  of  state  government. 

Special    Revenue   Fund    -  to  account  for  the  proceeds  of  specific 
revenue    sources    that    are     legally    restricted    to    expenditures 
for     specified     purposes.        Revenue     from     license    and     permit 
sales,    taxes,    fines,    federal   grants,    film   rentals,    and   commodity 
transportation      are      legally      restricted      to     expenditures      for 
specified   purposes. 

Internal  Service  -  to  account  for  services  provided  to  other 
governmental  units  on  a  cost  reimbursement  basis.  OPI  uses 
this  for  their   resources   and   assessment  testing  center. 
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--Fiduciary   Fund   Types 

Agency    -    OPI     uses    this    fund    primarily    to    account   for    grant 
moneys  distributed  to  local   educational   agencies. 

Expendable     Trust     -     OPI     uses    this    fund     to    account    for    a 
bequest  received   in   fiscal   year   1981    and   1982. 


2.  RETIREMENT   SYSTEM 

OPI  employees  participate  in  the  Public  Employees'  Retirement 
System  (PERS),  a  contributory  plan  which  covers  public  employees 
in  the  state,  and  the  Teachers'  Retirement  System  (TRS),  a  con- 
tributory plan  which  covers  members  of  the  public  teaching  profes- 
sion. In  fiscal  year  1980-81,  the  state  contributed  6.312  and 
6.2  percent  of  an  employee's  gross  wages  and  the  employee  con- 
tributed 6.0  and  6.2  percent  of  his  gross  wages  to  TRS  and  PERS, 
respectively.  In  fiscal  year  1981-82,  the  state  rate  was  6.463  per- 
cent to  TRS  and  6.32  percent  to  PERS  -  the  employee  rate  remained 
the  same.  The  department  incurred  total  pension  costs  of  approxi- 
mately $164,300  during  fiscal  year  1980-81  and  $170,000  during 
fiscal  year  1981-82.  The  TRS  and  PERS  were  actuarially  sound  at 
June  30,  1981  and  June  30,  1982,  respectively,  according  to  the 
systems'  actuary.  The  unfunded  past  service  costs  and  the  actu- 
arially computed  value  of  vested  benefits  were  not  readily  available 
for  members  of  the  plans  employed  by  OPI  in  fiscal  years  1980-81 
and   1981-82. 

3.  BUDGET    INFORMATION 

The    department    utilizes    a    fixed    annual    basis    of    budgeting. 
Under    the    fixed    annual    method,     appropriations    of    specific    dollar 
amount  are  set  for  each   fiscal    year  of  a   biennium   by  the   Legislature. 
Appropriations    control    the    department's    financial   operations  during 
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each  fiscal  year.  At  the  end  of  each  fiscal  year,  the  department's 
General  Fund  and  Special  Revenue  Fund  appropriations  revert  to 
the  fund  of  original  appropriation.  The  reverted  appropriation 
may  be  used  in  the  subsequent  year  as  authorization  for  valid 
prior  year  obligations. 

Budget  amendments  represent  the  authorization  to  spend 
funds  not  available  for  consideration  by  the  Legislature  but  avail- 
able from  other  sources  other  than  the  General  Fund  or  federal 
revenue  sharing  moneys.  Budget  amendments  are  approved  by  the 
Governor  or  his  designee. 
4.      LEASES 

The  office  leases  a  building  which  is  used  to  house  the  Audio- 
visual Film  Library.  The  lease  term  expires  on  November  1,  1984. 
Lease  payments  are  recorded  as  expenditures  over  the  lease  term, 
as  they  become  payable.  Commitments  under  the  lease  agreement, 
classified  as  an  operating  lease,  provide  for  the  following  minimum 
lease  payments. 

Fiscal   Year  Payment 

1982-83  $13,200 

1983-84  13,200 

1984-85  4,400 

Total  $30,800 


5.      EXPENDITURE   PROGRAMS 

Starting   in  fiscal   year  1981-82,   the  office  separated   its  adminis- 
tration   program    into   six    programs.      This   management  decision  was 
made    to    provide    more    detail    as   to   the   use   of   funds   as    requested 
by  the   Legislature. 
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6.      CONTINGENT    LIABILITY 

The  Office  of  Public  Instruction  has  been  named  as  a  defen- 
dant in  a  discrimination  suit.  This  class  action  suit  alleges  sex 
discrimination  in  school  athletics  under  the  Federal  Title  IX  Act 
regarding  interscholastic  athletics.  As  of  June  30,  1982,  the  out- 
come of  this  suit  is  not  known.  Loss  of  the  suit  may  have  a 
material   effect  on   the  operation  of  the  office. 
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OFFICE  OF  PUBLIC  INSTRUCTION 
SCHEDULE  OF  AUTHORIZED  GRANTS 
WITH  EXPENDITURE  OR  RECEIPT  ACTIVITY 
DURING  FISCAL  YEARS  ENDING  JUNE  30.  1981  AND  1982 


DEPARTMENT  OF  EDUCATION 


Title 

EHA  Part  B  &  Preschool  Inc. 

EHA  Part  B 

ESEA  I-Handicapped 

EHA  Part  D   79  &  80 

Montana  Arts  Education 

Gifted  &  Talented 

Follow  Through 

Right  to  Read 

Community  Education 

National  Origin  Desegregation 

Void-Capacity  Bldg. 

SEA-Technical  Asst.  Bilingual 

Teacher  Centers 

National  Diffusion  Network 

State  Implementation 

Gifted  &  Talented 

VoEd  Basic 

VoEd  Program  Improvement 

VoEd  Special  Disadvantaged 

VoEd-Consumer  Homemaking 

Adult  Basic  Ed 

VoEd  Planning 

ESEA  I-Low  Income-Migrant- 

ESEA  IV  C 

ESEA  IV  B 

Indochina  Refugee 

Career  Education 

Basic  Skills 

VoEd  Basic 

Adult  Basic  Ed 

EHA  Part  D 

ESEA   II-Library 

ESEA  I-Low  Income 

ESEA  II-Library 

VoEd  Basic 

VoEd  Research 

ESEA  I-Low  Income 

ESEA  Ill-State 

NDEA  III 

ESEA  IVB 

Equal  Learning  Opportunity 

VoEd  Basic 

VoEd  Research 

VoEd  Commissioner 


Common 

Accounting  Number 

Authorization 

D007900027 

1,611,851.00 

D008000027 

2,571 

016.00 

D008000126 

358 

536.00 

G007801747 

190 

000.00 

G007900422 

7 

500.00 

G007901862 

49 

861.00 

G007902080 

8 

589.00 

G007902485 

97 

267.00 

G007902581 

42 

572.00 

G007902880 

48 

722.00 

G007904961 

51 

341.00 

G007905189 

38 

255.00 

G007905277 

21 

379.00 

G008000550 

32 

000.00 

G008002233 

66 

944.00 

G008002834 

26 

000.00 

H008000327 

1,891 

322.00 

H008000427 

454 

,104.00 

H008000527 

79 

,785.00 

H008000627 

173 

,522.00 

H008000727 

414 

,875.00 

H008000927 

19 

946.00 

J008000126 

10,425 

,240.00 

J008000426 

1,082 

,288.00 

J008000926 

646 

,688.00 

J008080026 

40 

,723.00 

U007900056 

125 

,455.00 

U008000027 

100 

,779.00 

73E001300 

1,706 

,745.00 

73E001309 

361 

,979.00 

73E002305 

58 

,956.00 

74E000525 

326 

,976.00 

74E001900 

2,865 

,542.00 

75E000525 

336 

,965.00 

75E001300 

1,705 

379.00 

75E001319 

29 

,832.00 

75E001900 

4,527 

,889.00 

75E001906 

460 

,523.00 

75E001962 

85 

,150.00 

76E000550 

532 

,130.00 

76E001152 

89 

,466.00 

76E001300 

1,683 

,661.00 

76E001318 

35 

,849.00 

76E001319 

29 

,874.00 
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Department  of  Education  (Continued) 


Title 

VoEd  Basic 

VoEd  Innovative  TQ 

VoEd 

ESEA  I-Low  Income 

ESEA  I-State  Admin. 

ESEA  Ill-State 

ESEA  I-State  Admin. 

ESEA  I-Special  Incentive 

ESEA  I -Low  Income 

ESEA  I-Correctional 

ESEA  IV  B 

EHA  Part  B 

EHA  Part  D 

VoEd  Guidance  Workshop 

ESEA  IV  B 

Equal  Learning  Opportunity 

EPDA  Part  F 

VoEd  Basic 

VoEd  102B 

VoEd  Home  Ec 

VoEd  Work  Study 

VoEd  Co-op 

VoEd  Research 

VoEd  Innovation 

Adult  Basic  Ed 

Follow  Through 

ESEA  I-Migrant 

ESEA  I-Special  Incentive 

ESEA  IV  C 

ESEA  I-Low  Income 

ESEA  I-Handicapped 

ESEA  I-Delinquent 

ESEA  I-State  Admin. 

ESEA  I-Special  Incentive 

ESEA  IV  C 

Asst.  for  St.  Equalization 

SEA  Tech.  Asst.  for  Bilingual 

Indochina  Refugee  Children 

Indochina  Refugee 

EHA  Part  D 

EHA  Part  B 

EPA  Environmental  Training 

State  Plan  in  Career  Ed 

Arts  Education 

ESEA  IV  B 

VoEd  Basic 

VoEd  Program  Improvement 

VoEd  Special  Disadvantaged 

VoEd  Home  Ec 

Adult  Basic  Ed 


Common 

Accounting  Number 

Authorization 

76E001366 

408,225.00 

76E001375 

27, 

530.00 

76E001410 

110 

000.00 

76E001900 

4,879, 

274.00 

76E001905 

150, 

000.00 

76E001906 

330, 

996.77 

76E001907 

150, 

000.00 

76E001924 

313, 

001.00 

76E002050 

5,254, 

480.00 

76E002053 

340.00 

76E002110 

249, 

384.00 

76E002300 

385, 

484.00 

76E002305 

60 

000.00 

77E000532 

10 

502.00 

77E000551 

554 

813.00 

77E001152 

160 

265.00 

77E001353 

36, 

391.00 

77E001366 

1,320 

831.00 

77E001367 

57 

922.00 

77E001368 

118 

765.00 

77E001369 

27 

011.00 

77E001370 

174 

867.00 

77E001373 

26 

003.00 

77E001412 

82 

590.00 

77E001413 

358 

807.00 

77E001970 

8 

547.00 

77E002055 

857 

133.00 

77E002057 

690 

451.00 

77E002058 

1,090 

050.00 

77E002067 

5,980 

200.00 

77002068 

372 

368.00 

77E002069 

98 

955.00 

77E002073 

150 

000.00 

77E002074 

441 

317.00 

77E002075 

663 

353.00 

77E002080 

45 

657.00 

77E002115 

31 

156.00 

77E002124 

39 

,376.00 

77E002125 

394.00 

77E002305 

60 

,000.00 

77E002395 

630 

,186.00 

77E004806 

15 

,622.00 

77E006605 

51 

,214.00 

77E006609 

9 

,989.00 

78E000552 

601 

,574.00 

78E001414 

1,675 

,303.00 

78E001415 

418 

,826.00 

78E001416 

80 

,936.00 

78E001417 

165 

,895.00 

78E001451 

368 

,278.00 
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Department  of  Education  (Continued) 


Title 

VoEd  Basic 

VoEd  Program  Improvement 

VoEd  Special  Disadvantaged 

VoEd  Consumer  Homemaking 

Right  to  Read  Leadership  Trng. 

ESEA  I-Migrant 

ESEA  I-Low  Income 

ESEA  I-Handicapped 

ESEA  I -Delinquent 

ESEA  I-Migrant 

ESEA  I-State  Admin 

ESEA  IV  C 

ESEA  IV  C 

Bilingual  Ed 

EHA  Part  D 

EHA  Part  B 

PIGs 

Gifted  &  Talented 

Community  Ed 

Arts  Education 

National  Diffusion  Network 

Teacher  Centers 

Capacity  Building 

ESEA  IV  B 

Adult  Basic  Ed 

SEA  Technical  Assistance 

EHA  Part  B 

ESEA  I-Low  Income 

ESEA  I-Handicapped 

ESEA  I -Delinquent 

ESEA  I-Correctional 

ESEA  I-Migrant 

ESEA  I-State  Admin. 

ESEA  IV  C 

EHA  Preschool  Incentive 

Career  Education 

Community  Ed 

Teacher  Centers 

Teacher  Centers 

Gifted  &  Talented 

ESEA  IV  B 

National  Origin  Desegregation 

VoEd  Basic 

VoEd  Program  Improvement 

VoEd  Special  Disadvantaged 

VoEd  Consumer  Homemaking 

VoEd  Plan 

Bilingual  Ed 


Common 

Accounting  Number 

Authorization 

78E001452 

1,689,458.00 

78E001453 

422 

364.00 

78E001454 

78 

334.00 

78E001455 

160 

559.00 

78E001974 

172 

900.00 

78E002072 

859 

892.00 

78E002085 

7,943 

720.00 

78E002086 

372 

368.00 

78E002087 

107 

533.00 

78E002090 

856 

375.00 

78E002091 

137 

580.01 

78E002092 

1,090 

050.00 

78E002112 

426 

697.00 

78E002115 

33 

605.00 

78E002305 

95 

000.00 

78E002351 

735 

291.00 

78E002352 

28 

859.00 

78E006601 

39 

981.00 

78E006602 

52 

226.78 

78E006609 

8 

000.00 

78E006619 

32 

999.00 

78E006623 

12 

914.00 

78D700074 

55 

000.00 

80E000555 

616 

102.00 

80E001501 

414 

875.00 

80E002115 

45 

550.00 

80E002180 

2,787 

971.00 

80E002200 

9,054 

708.00 

80E002201 

327 

131.00 

80E002202 

120 

871.00 

80E002203 

17 

259.00 

80E002205 

858 

309.00 

80E002206 

225 

000.00 

80E002209 

1,045 

141.00 

80E002346 

97 

711.00 

80E004426 

128 

472.00 

80E004431 

49 

200.00 

80E006623 

100.00 

80E006623 

18 

970.00 

80E006639 

113 

000.00 

81E000557 

580 

073.00 

81E001152 

62 

549.00 

81E001504 

2,319 

573.00 

81E001505 

522 

685.00 

81E001506 

82 

752.00 

81E001507 

179 

973.00 

81E001509 

20 

688.00 

81E002115 

54 

446.00 
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Department  of  Education  (Continued) 


Title 

ESEA  II  Basic  Skills 

Preschool  Incentive 

ESEA  I-Local  Educational  Agencies 

ESEA  I-Handicapped 

ESEA  I-Delinquent 

ESEA  I-Correctional 

ESEA  I-State  Admin. 

ESEA  IV  C 

ESEA  V  B 

EHA  Part  D 

EHA  Part  B 

Preschool  Incentive 

ABE 

Career  Education 

National  Diffusion  Network 

Teachers  Centers 

Gifted  &  Talented 

VoEd  Basic 

VoEd  Program  Improvement 

VoEd  Special  Disadvantage 

VoEd  Home  Economics 

VoEd  Plan 

Total  Department  of  Education 


Common 

Accounting  Number 

Authorization 

81E002136 

100,591.00 

81E002181 

115,588.00 

81E002250 

8,821,494.00 

81E002251 

307,500.00 

81E002252 

102,740.00 

81E002253 

14,670.00 

81E002256 

225,000.00 

81E002261 

350,128.00 

81E002272 

416,538.00 

81E002305 

24,889.00 

82E002594 

2,843,025.00 

82E002592 

131,303.00 

81E003352 

414,875.00 

81E004426 

125,421.40 

81E006619 

35,000.00 

81E006623 

18,779.00 

81E006639 

50,000.00 

82E003341 

1,988,626.00 

82E003342 

363,866.00 

82E003343 

57,476.00 

82E003344 

116,639,00 

82E003351 

14,367.00 

$117,101,067.96 
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Authorization 

Department  of  Defense 
Veterans  Education 

V101(223B)P2033  37,317.99 

V101(2238)P2133  45,800.51 

V101(2238)P2233  39,898.80 

Total  Department  of  Defense  $123,017.30 


Department  of  Labor 
CETA  -  1980 


Department  of  Transportation 

80-04-07-1  40,000.00 

80-04-07-2  11,000.00 

81-04-06-1  66,454.00 

81-04-07-1  25,472.00 

811-04-01-2  27,375.00 

811-04-06-2  30,000.00 

82-07-01-1  14,000.00 

Total  Department  of  Transportation  $214,301.00 


Department  of  Interior 

Bureau  of  Indian  Affairs 

C50-C-1420-4921  595,738.00 

C50-C-1420-4921  409,142.00 

C50-C-1420-4921  417,982.00 

Total  Department  of  Interior  $1,422,862.00 


Department  of  Agriculture 

12-35-3006  6,520,317.00 

12-35-3023  (16,493.00) 

12-35-3006  7,097,860.00 

12-35-3023  8,600.00 

12-35-3006  7,709,167.00 

12-35-3023  132,557.00 

12-35-3006  2,428,196.00 

12-35-3023  4,275,861.00 

Total  Department  of  Agriculture  $28,156,065.00 


8165  274,953.30 

8081  231,772.47 

8082  231,660.22 
8312  53,068.00 
8056  64,235.95 
8035  19,122.00 
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Authorization 


Department  of  Labor  (Continued) 

CETA  -  1981 
1801 
1150 

4812/E45 
191-192 

CETA  -  1982 
2801 
2150 
2900 
2905 
2501 

Total  Department  of  Labor 


118,104.00 

710,693.46 

5,000.00 

269,985.56 


55,432.00 
426,434.00 
68,566.00 
54,626.00 
56,272.00 

$2,639,924796 


Authorization  amounts  are  the  total  authorization  for  each  grant  with  expen- 
diture or  receipt  activity  during  our  audit  period.  Audit  procedures  were 
applied  against  the  grant  activity. 
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AGENCY    REPLY 


OFFICE  OF  PUBLIC  INSTRUCTION 

STATE  CAPITOL 

HELENA,  MONTANA  59620 

(406)  449-3095 


Ed  Argenbright 
Superintendent 


December   20,    1982 


RECEIVED 

DEC2il98Z 

MONTANA  LEGISLATIVE  AUDUQB 


Mr.  Robert  R.  Ringwood 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  MT   59620 

Dear  Mr.  Ringwood: 

Enclosed  you  will  find  our  reply  to  the  audit  report. 

Each  reconunendation  has  been  addressed  and  an  indica- 
tion of  our  position  with  the  appropriate  anticipated 
action. 


EA:gc 
End 


Ed  Azgenbright 
State  Superintendent 
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Affirmative  Action  —  EEC  Employer 


Recommendation  No.  1 

The  OPI  will  cooperate  with  legislative  committees  to  develop 
legislation  to  modernize  the  system  without  sacrificing  local  control 
and  local  decision  making. 


Recommendation  No.  2 

We  do  not  concur.  The  legislature  was  to  appropriate  funds  to 
cover  the  total  rental  costs  for  the  space  in  the  Capitol  and  the  build- 
ing at  1300  Eleventh  Avenue.  However,  the  cost  of  the  air  conditioning 
was  inadvertently  excluded  when  the  appropriations  for  these  buildings 
were  made.  In  the  Capitol  rent  this  meant  an  appropriation  deficiency 
of  $8,856.  The  rent  of  the  Eleventh  Avenue  building  was  a  line  item 
appropriation  in  HB  2  to  be  used  "to  fund  the  base  agreement  and  other 
related  costs  of  the  Office  of  Public  Instruction  building  at  1300 
Eleventh  Avenue."  This  statement  clearly  shows  the  intent  of  the  bill 
was  to  cover  the  cost  of  $5,916  for  air  conditioning  as  part  of  the 
rental  charge.  However,  the  actual  cost  per  square  foot  to  be  paid  did 
not  take  this  cost  into  consideration.  Therefore,  this  office  had  three 
options  to  solve  this  oversight:  (1)  seek  a  supplemental  appropriation 
of  general  fund  support,  (2)  refuse  to  pay  the  Department  of  Administra- 
tion the  air  conditioning  charge,  or  (3)  expend  from  the  balance  of  the 
line  item  appropriation  which  was  intended  to  pay  these  costs.  The 
third  option  was  chosen  since  the  intent  was  that  these  charges  should 
be  paid,  the  funding  for  the  charges  was  available,  and  that  if  a  sup- 
plemental appropriation  was  approved,  the  funding  would  still  have  come 
from  the  same  general  fund. 

The  $327  was  charged  in  error  to  this  account  and  that  has  been 
corrected. 


Reconunendation  No.  3 


We  concur. 


Recommendation  No.  4 


We  concur. 


Recommendation  No.  5 


We  concur. 


Recommendation  No.  6 


We  concur. 
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Reconunendation  No.  7 

We  do  not  concur.  As  stated  in  the  previous  audit,  the  legislature 
establishes  a  general  fund  appropriation  that  makes  up  the  difference  in 
the  indirect  cost  pool  between  what  they  feel  is  an  adequate  level  of 
expenditure  and  what  revenues  are  available  from  the  federal  programs. 
In  their  computation  of  the  expenditure  level,  they  do  not  include  any 
calculations  for  SWCAP.  Therefore,  since  funds  are  not  provided  by  the 
legislature  for  this  expense,  it  is  felt  by  this  office  that  they  do  not 
intend  for  us  to  revert  any  funds  to  the  legislature. 


Recommendation  No.  8 

We  concur.  The  OPI  has  recalculated  indirect  cost  rate  and  is 
seeking  permission  from  their  cognizant  agency  to  correct  this  rate. 
Since  the  fiscal  year  has  ended,  it  will  be  necessary  to  recover  these 
funds  in  the  next  proposal  to  be  sumitted  for  FY  84. 


Recommendation  No.  9 

We  concur.  A  system  is  being  utilized  whereby  payments  that  have 
been  previously  recorded  as  accounts  receivable  can  be  identified  and 
therefore  avoid  duplicating  revenues. 


Recommendation  No.  10 


We  concur. 


Recommendation  No.  11 


We  concur. 


Recommendation  No.  12 


We  concur. 


Recommendation  No.  13 

We  concur.   The  OPI  is  currently  in  the  process  of  modifying 
Chapter  1  monitoring  and  enforcement  plans. 


Recommendation  No.  14 


We  concur. 
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Recommendation  No.  15 

A.  We  concur.   The  FY  80-81  accountability  report  had  some  budget 
costs.   The  FY  81-82  report  was  completed  using  only  actual  costs. 

B.  We  concur. 
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